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H 2344.1

SUBSTI TUTE HOUSE BI LL 1875

St ate of WAshi ngt on 590th Legislature 2005 Regul ar Sessi on

By House Commttee on Comrerce & Labor (originally sponsored by
Representatives Fromhol d, Conway, Canmpbel |, Wbod, Me Coy, Hunt ,
Si npson, Ornsby, WIIlians, Kenney, Chase, Moeller, Hasegawa and Cody)

READ FI RST TI ME 03/ 07/ 05.

AN ACT Rel ating to substantially inproving worker safety, accident
prevention, and worker outcones through the departnent of |abor and
i ndustries' retrospective rating program anending RCW 51.16. 035,
51. 18. 020, and 51.18.040; adding new sections to chapter 51.18 RCW and
decl ari ng an energency.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 51.18 RCW
to read as foll ows:

The legislature reaffirns that the purposes of the departnment of
| abor and industries' retrospective rating programare to substantially
i nprove wor ker safety, accident prevention, and worker outconmes. The
| egi slature finds that certain aspects of the program are inconsistent
with these purposes and, therefore, do not create the incentives
necessary to ensure that workers are not significantly less likely to
be i njured.

The legislature finds that retrospective rating groups granted the
privilege of participating in the retrospective rating program nust
agree to terns and conditions of program participation that are
reasonably related to achieving these purposes. These terns and
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conditions shall include, but not be limted to, requiring that refunds
be distributed to enployers, and ensuring that enployers in the
retrospective rating groups are substantially simlar considering their
risk classifications.

The | egislature declares that inmmedi ate changes are necessary to
ensure that retrospective rating groups focus on safety, and
consequently, to preserve the health and safety of WAshi ngton workers.

NEW SECTION. Sec. 2. A new section is added to chapter 51.18 RCW
to read as foll ows:

(1) Wth respect to refunds nade by the departnment to a sponsor of
a retrospective rating group on or after the effective date of this
section:

(a) The sponsoring entity nust distribute the full anmunt of the
refund to the nenbers of the retrospective rating group within one
hundred eighty days of the final adjustnment for the corresponding
coverage period except as provided in (c) and (d) of this subsection.

(b) The sponsoring entity nust distribute the refund to the nenbers
by sendi ng checks inprinted with the sponsoring entity's nane directly
to the nenber's | ast known address by certified mail, return receipt
request ed.

(c) A sponsoring entity may elect not to distribute any part of a
refund to a nenber who is in arrears for enrollnment fees or other
paynments required to participate in the retrospective rating group, So
long as any part not distributed to the nenber in arrears is
distributed to menbers not in arrears within one hundred ei ghty days of
the final adjustnent for the correspondi ng coverage peri od.

(d) A sponsoring entity may use any part of a refund to pay the
departnment any part or all of any penalties owed for any active
cover age peri od.

(2) The departnment shall periodically inspect and revi ew records of
sponsoring entities to assure conpliance with the requirenents of this
section.

(3) If a sponsoring entity violates the requirenents of this
section, the departnent may disqualify the sponsoring entity from
further participation in the retrospective rating program
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Sec. 3. RCW51.16.035 and 1999 ¢ 7 s 8 are each anended to read as
fol | ows:

(1) The departnent shall classify all occupations or industries in
accordance with their degree of hazard and fix therefor basic rates of
prem um which shall be the |owest necessary to maintain actuarial
solvency of the accident and nedical aid funds in accordance wth
recogni zed insurance principles. The departnent shall fornulate and
adopt rul es and regul ati ons governi ng the nmethod of prem um cal cul ati on
and collection and providing for a rating system consistent wth
recogni zed principles of workers' conpensation insurance which shall be
designed to stinulate and encourage accident prevention and to
facilitate collection. The departnent may annually, or at such other
tinmes as it deens necessary to maintain solvency of the funds, readjust
rates in accordance with the rating systemto becone effective on such
dates as the departnent nmay desi gnate.

(2) In providing a retrospective rating plan under RCW51. 18. 010,
the departnent may consi der each individual retrospective rating group
as a single enploying entity for purposes of ((é+Hdenrds—oer—premum
ehseounts)) refunds.

Sec. 4. RCW51.18.020 and 1999 ¢ 7 s 3 are each anended to read as
fol | ows:

Prior to allowing ((+nrtHHal—entrance—+nte)) enrollnent or
reenrollnent in the state's retrospective rating plan, the departnent
shal |l review each ((proepesed)) retrospective rating group applying to
enroll or reenroll in the plan to ensure that the followng criteria
are met:

(1) The entity sponsoring the retrospective rating group nust have
been in existence for at |east four years;

(2) The entity nmust be exenpt from federal incone tax;

(3) The entity sponsoring the retrospective rating group nust exi st
primarily for a purpose other than that of obtaining or offering

I nsurance coverage or insurance related services, including sponsoring

a retrospective rating group;

((3))) (4) The entity sponsoring the retrospective rating group
must have a witten workplace safety and accident prevention plan in
pl ace for the proposed retrospective rating group and nust propose
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met hods by which the retrospective rating group will cooperate with
departnent clai ns managenent activities;

((64)Y)) (5) Al enployers in the retrospective rating group nust be
menbers of the sponsoring entity;

((65))) (B6) Al enployers in the retrospective rating group nust
have an industrial insurance account in good standing with the
depart nent;

((66)y)) (7)) Fifty percent of the original enployers in the
retrospective rating group nust have been nenbers of the sponsoring
entity for one year prior to the group's entrance into the
retrospective rating plan;

((6H)) (8) The retrospective rating group nust be conposed of
enpl oyers who are substantially simlar considering the services or
activities perforned by the enpl oyees of those enpl oyers;

((68))) (9) The initial premumlevel for the retrospective rating
group nust be at least one mllion five hundred thousand dollars and
shall be based on the standard prem um of the proposed group nenbers
nmost current previous coverage period; and

((9)) (10) The formation and operation of the retrospective
rating group nust seek to substantially inprove workplace safety and
accident prevention for the enployers in the group.

Sec. 5. RCW51.18.040 and 1999 ¢ 7 s 5 are each anended to read as
foll ows:
(1) In order to ensure that all retrospective rating groups are

made up of enployers who are substantially simlar, ((eenstdering—the

arvi cac o , ac narformad hy tha aml avaae A hnca aml ove ))

the sponsoring entity of a retrospective rating group shall select a
single, broad industry or business category for each retrospective
rating group. ((Gnece—an+ndusty—or—business—category—+s——selected—the
I hall all L rick el e . N | I

I busi o . I : .
group-))

(2) The follow ng broad industry and busi ness categories shall be
used by the sponsoring entity and the departnment in establishing
retrospective rating groups:

(a) Agriculture and rel ated services;

SHB 1875 p. 4



© 00 N O Ol WDN P

W W W W W W W WwWwWMNDNDNDNDNDNMNDNMDNDNMNDNMNNMNMNMNMDNEPRPPRPEPRPEPRPEPRPEPRPPRERPPRPRE
0O N Ol A W NPEFP O OOWwuNO O P WNPEPEOOOOWwWNOO O owdNDEe. o

(b) Autonotive, truck and boat manufacturing, sales, repair, and
rel ated services;

(c) Construction and rel ated services;

(d) Distillation, chem cal production, food, and rel ated servi ces;

(e) Facilities or property managenent, nmaintenance, and related
servi ces;

(f) Government, wutilities, schools, health care, and related
servi ces;

(g) Health care, pharmaceutical, |aboratories, and related
servi ces;

(h) Loggi ng, wood products manufacturing, and rel ated services;

(1) Mnufacturing, processing, mning, quarrying, and related
servi ces;

(j) Retail stores, wholesale stores, professional services, and
rel ated services;

(k) Tenporary help and rel ated services; and

(1) Transportation, recycling, warehousing, facility maintenance,
and rel ated servi ces.

(3) The industry and business categories in subsection (2) of this
section are not exclusive. In response to significant changes in
mar ket pl ace denographics or the discovery of wunique business or
i ndustry categories, the departnent may, by rule, include additiona
broad i ndustry or business category selections. The departnent nay, by
rule, renove an industry covered within an industry or business
category in the event that the business or industry is no |onger found
within this state.

(4) (({Gven—the—broad—nature—eol—the—industry—and—business

. . I . 2V of thi on—td el ol e .

£6y)) (a) Wth respect to any coverage period, enployers who have
been a nmenber of an existing, approved retrospective rating group prior
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to July 25, 1999, may continue in that group even if they are not
substantially simlar to the industry or business category selected
pursuant to ((subseetien{3)—oefthts)) section 5(1), chapter 7, Laws of
1999.

((However—new)) (b)(i) Wth respect to any coverage period
begi nning before January 1, 2007, enployers who were proposed for
addition to a retrospective rating group on or after July 25, 1999, and
before the effective date of this section, and who have been a nenber
of a retrospective rating group prior to the effective date of this
section must fall wthin the ((seleeted)) industry or Dbusiness
category selected pursuant to section 5(1), chapter 7, Laws of 1999.

(ii) Wth respect to any coverage period beginning on or after
January 1, 2007, an enployer who was proposed for addition to a
retrospective rating group on or after July 25, 1999, and before the
effective date of this section, and who has been a nenber of a
retrospective rating group before the effective date of this section,
must report nore than fifty percent of its hours in one or nore risk
classifications in the retrospective rating group's business or

i ndustry cateqgory. If the enployer reports nore than fifty percent of
its hours in risk classifications not in any group's business or
i ndustry category, the departnment shall approve the enployer's

participation in the retrospective rating group conposed of the nost
simlar enployers.

(c) Wth respect to any coverage period beginning on or after the
effective date of this section, enployers who are proposed for addition
to a retrospective rating group on or after the effective date of this
section nust report nore than fifty percent of its hours in one or nore
risk classifications in the retrospective rating group's business or

i ndustry cateqgory. If the enployer reports nore than fifty percent of
its hours in risk classifications not in any qgroup's business or
i ndustry category, the departnment shall approve the enployer's

participation in the retrospective rating group conposed of the nost
simlar enpl oyers.

NEW SECTION. Sec. 6. A new section is added to chapter 51.18 RCW
to read as foll ows:

The director may adopt rules to carry out the purposes of this
chapter.
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NEW SECTION. Sec. 7. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 8. This act is necessary for the imrediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
i mredi atel y.

~-- END ---
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